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Inforpation submitted shews you were formed on NG - 1J rcgiztered
vith N . C-partnent of State, Bureau on
Charitable Orgznizations on I i order to solicit funds from
the general public omn behalf of your organization. Your purrposes are to raise
furds for commemorating a family event, as well as benefiting family
cohesiveness by exploring history and cntertaining cultural activities.

You are a mem%ership organizaticr. Your menbership is limited to fanily and
fanily affiliated individuals of the I fanily.

You are supperted by dues from the family menbers, the seliing of items szuch as
candy, and the participatior in community events in which you will aperate a

besth to sell commodities.

You did not previde any statement of activitiez as such, nor were you
responsive to specific questions asked in the development of your application.
In fact, you answered many questions that didu't pertain to your organization.
The financial statements vou submitted arz incompiete since they show po actual
or estimated »xzpensaz. Further, you have no organizational documsnt and your
by-1lavs d2 net address membership activity, officer elsctions, or how your

organizarion will cperate.

ction £01{c) {4) of the Code providss for the recognition of exenmption cf
ivic leagues or organizationsz not organized for profit but operated
cluaJvoly for the promotion of social welfare.

Section 1.501{c){4)-1(a){2)(i) of the Income Tax Regulationsz provides that an
organization is operated excluszively for the promotion of social welfare if it
is primarily engaged in promoting in some way the common gocd and general
weilfare of the people in the community. 2n organization embraced within this
section is one which is cperated primarily for the purpose of bringing about
ivic bettermente and social improvements.
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There are a number of published rulings illustrative of the distinchion between
srganizations that ecerve the community and those that serve only their menbers
ot some other restricted class.

Rev. Rul. 55716, 1955-2 C.B. 263 provides that an organization forwed for
the purposz of furnishing television aatenna service to its mewbers in their
homeas, for a membership fee and wmonthly maintenance charge, is notu ezempt or a
clul orgavnized exclusively for plgauur recreation, and other ncaprefitabla
purposes. Scg alss Rev. Rul. 806-20%, 9&0-—2 C.o. 124,

Rev. Rul, 55-716 may he compared with Rev. Rul. 62~167, 1962~12 C.B. 142
which holds that when the televisicn signal service is available tc the

commupity as a whole, the organizatiocn may be exempt under section 501{c)(4) of
the Code.

Se¢ also Rev. Rul. 80-302, 1980-2 C.B. 182, ané The Callaway FTamily
Asscciaticn, Inc. v. Cominissicner, 71 T.C. 34C (1978) which holds that
genealoga organizationc formed primarily for members of a particular family
can not b 'achn ized under section 501{(c¢) (!} of the Code. Although these are

not secticn 501{c) {4} casez, an analogous pwoition would apply uwnder sscotiom
501 (c) (4} .

Saction 501{c)(7) provides for the recoynition of clubs recognized fot
pleasure, recreation, and cther nonprefitabls purposes, substantially all of
the activities of which are for such purpeses and no yalt ¢i the net earnings
of which inures to the bepeiit of any private shareholder.

Rev. Rul., 67-8, 1967-1 C.B. 142, holds that an organization formed to bring
the menbexs of a paltlcular family into cleser assoclation through social
activities revolving arcund matters of common ganzalogical and historical
interest may qual 1fy for cxzeanption under section %01 (c) (7} of the Code.

¥o more than 15 percent of an exempt social club's gross receipts may be
derived zxon non members use of c¢lub facilities and/or service. Scnate chort
$4-131%, 2 d session, 12%76-2 C.B. 597, 359, explaining F. L 94-568, 1576-2 C.B.
596.

In determining whether an organigzation i3 properly describad ac osperated for
"social welfare®™ purpeses, the crucial facters to consider are the type of
beucfits provided and the class of eligible recipients. Although the
regulations do not spacifically probibit private benefit or inurement, such
prohibition is a logical extensicn of ths general reguiremsunt that social
welfare is for the benefit of the general community as a whole and that
501(c) (47 organizations wust he operatad primarily to promote social welfare




The term "Social Welfare" as defined in Yebster's Haw World Dictionary is "any
service or activity designed to promote the welfare of lhe community and the
individual, as through counseling services, health clinics, recreation halls,
and playgrounds”. This definition ids in alignment with the broad concept of
"social welfare" as provided in section 1.501(ci{4)—-(a)(2) (L) cof the Income Tax
Regulations. Additicnally, the court in Commissioner v, Lake Fovest, Inc,
stated that "in short, social welifare is the well-being of perscns as a
compunity.”

It is clear from the information you have submittsd that your corganization was
organized for the benefit of its members and not for the social welfare of the
cemmunity.

Therefora, we conclude that you are operated primarily for the private benefit
of the members, and zny public benefit is incidental to private benefit.
Accordingly, we hold that you do not quaiify for reccegnition of exewptiocn from
Federal incone tax #s a social welfare organization described in section
EQL{c) {1} =f the Code.

Further, since more than 15 percent of your gross iacome will emanate from
nonmenbers, we hold that you dc pot gualify as a sccial club described in
section S01{¢c) (7} of the Code.

You are required to file Federal income tax returns on Form 1120.

If vou do not accept osur findings, we recommend that you request a conference
with a member of our Regional Office of Zppeals. Your request for a counference
should include a written appeal givisg the facts, law, and any other
informaticon to support your positicn as explained in the enclosed Publication
892. You will then be contacted to arrange a date for a conference. The
confarence may be held at the Regional Cffice or, if you reguest, af any
mtually convenient District offica. If we do not hear from you within 30 days
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of the date of this lstter, this Jeterminztion v%ill baceme final.

Sincerely yours,

District birector





